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Typical examples of modern newspaper 
plant facilities are the three shown on 
facing page. These were completed in 
1977. 
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Top: The Sarnia Observer, Sarnia, 
Ontario 

Centre: The Evening Sun, Hanover, 
Pennsylvania 

Bottom: The Daily News, Truro, 
Nova Scotia 
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NEWSFAPERS LIMITED 


Thomson Newspapers in Canada 


BRITISH COLUMBIA 

Nanaimo Daily Free Press, Nanaimo (1) 
Kamloops Daily Sentinel, Kamloops (2) 
Vernon Daily News, Vernon (3) 

The Kelowna Daily Courier, Kelowna (4) 
Penticton Herald, Penticton (5) 


SASKATCHEWAN 

Prince Albert Daily Herald, Prince Albert (6) 
The Sun, Swift Current (7)ee 

Moose Jaw Times-Herald, Moose Jaw (8) 
The Yorkton Enterprise, Yorkton (9)e 


ONTARIO 

The Times-News, Thunder Bay (10) 

The Chronicle-Journal, Thunder Bay (11) 

The Daily Press, Timmins (12) 

Northern Daily News, Kirkland Lake (13) 

The Standard, Elliot Lake (14)e 

The Standard, Espanola (15)e 

The Sudbury Star, Sudbury (16) 

The Sarnia Observer, Sarnia (17) 

The Chatham Daily News, Chatham (18) 

Leamington Post and News, 
Leamington (19)e 


6e@ 


9e@ 


10/lle ae 


ONTARIO (cont.) 


Dunnville Chronicle, Dunnville (20)e 
The Evening Tribune, Welland (21) 
Niagara Falls Review, Niagara Falls (22) 
The Simcoe Reformer, Simcoe (23) 
St. Thomas Times-Journal, St. Thomas (24) 
The Daily Sentinel-Review, Woodstock (25) 
The Cambridge Daily Reporter, 
Cambridge (26) 
The Daily Mercury, Guelph (27) 
The Herald, Georgetown (28) 
The Daily Times, Brampton (29) 
The Banner, Orangeville (30)e¢ 
The Hanover Post, Hanover (31)e 
Enterprise-Bulletin, Collingwood (32)e 
The Free Press, Midland (33)¢¢ 
Daily Packet and Times, Orillia (34) 
The Barrie Examiner, Barrie (35) 
The Oshawa Times, Oshawa (36) 
Peterborough Examiner, Peterborough (37) 
The Trentonian and Tri-County News 
Trenton (38)T 
The Intelligencer, Belleville (39) 
The Pembroke Observer, Pembroke (40) 
Standard-Freeholder, Cornwall (41) 
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Enlargement of area indicated on map. 


NEW BRUNSWICK 
The Northern Light, Bathurst (42)e 


NOVA SCOTIA 

The Daily News, Truro (43) 

The Evening News, New Glasgow (44) 
Cape Breton Post, Sydney (45) 


PRINCE EDWARD ISLAND 
The Guardian, Charlottetown (46) 
The Evening Patriot, Charlottetown (47) 


NEWFOUNDLAND 
The Western Star, Corner Brook (48) 
The Evening Telegram, St. John’s (49) 


ALL NEWSPAPERS ARE PUBLISHED DAILY 
except those marked as follows: 
e WEEKLY ee SEMI-WEEKLY t TRI-WEEKLY 
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Thomson Newspapers in the United States 
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ALABAMA INDIANA Se 


The Dothan Eagle, Dothan (72) 
The Citizen, Phenix City (73)t 
The Opelika-Auburn News, Opelika (74)« 


ARIZONA 
The Daily Dispatch, Douglas (56) 


ARKANSAS 
Northwest Arkansas Times, 


Fayetteville (66)¢ 


CALIFORNIA 

The Times-Standard, Eureka (50)¢ 

The Press-Courier, Oxnard (51)« 

San Gabriel Valley Daily Tribune, West 
Covina (52)e 

El Monte Herald, El Monte (53)t 

La Puente Valley Journal, La Puente (54)t 

Rosemead Review, Rosemead (55)f 


CONNECTICUT 
The Evening Sentinel, Ansonia (86) 


FLORIDA 
Jackson County Floridan, Marianna (78)e 
Orange Park Daily Clay Today, 

Orange Park (79) 
Englewood Herald, Englewood (80)t 
The Herald-News, Punta Gorda (81) 
The Key West Citizen, Key West (82)+ 


GEORGIA 

The Daily Citizen-News, Dalton (75) 

The Cordele Dispatch, Cordele (76) 

The Valdosta Daily Times, Valdosta (77)* 


ILLINOIS 
Register-News, Mount Vernon (69) 
The Times-Leader, McLeansboro (70)t 


The Tribune, New Albany (71) 


IOWA 


Council Bluffs Nonpareil, Council Bluffs (62)¢ 


KANSAS 


The Leavenworth Times, Leavenworth (63)e 


LOUISIANA 
The Daily Advertiser, Lafayette (67) 


MARYLAND 
The Daily Times, Salisbury (85)e 


MASSACHUSETTS 

The Daily Sentinel and Leominster 
Enterprise, Fitchburg (87) 

Taunton Daily Gazette, Taunton (88) 


MICHIGAN 
Adrian Daily Telegram, Adrian (118) 


MINNESOTA 
The Evening Tribune, Albert Lea (58)e 
Austin Daily Herald, Austin (59) 


MISSISSIPPI 
Laurel Leader-Call, Laurel (68) 


MISSOURI 
The Carthage Press, Carthage (64) 
The Southeast Missourian, 

Cape Girardeau (65)¢ 


NEW HAMPSHIRE 
The Portsmouth Herald, Portsmouth (89) 


NEW YORK 

The Palladium-Times, Oswego (90) 
The Evening Telegram, Herkimer (91) 
The Evening News, Newburgh (92)¢ 


NORTH CAROLINA 
The Evening Telegram, Rocky Mount (83)e 


OHIO 

Steubenville Herald-Star, Steubenville (103) 
The Evening Review, East Liverpool (104) 
The Salem News, Salem (105) 

The Canton Repository, Canton (106)¢ 

The Coshocton Tribune, Coshocton (107)¢ 
The Advocate, Newark (108) 

The Times Recorder, Zanesville (109)e 
Lancaster Eagle-Gazette, Lancaster (110) 
The Portsmouth Times, Portsmouth (111) 
Marion Star, Marion (112)e 

The Xenia Daily Gazette, Xenia (113) 

The Franklin Chronicle, Franklin (114)t 
The Middletown Journal, Middletown (115) 
Greenville Daily Advocate, Greenville (116) 
Piqua Daily Call, Piqua (117) 


Enlargement of area indicated on map. 


PENNSYLVANIA 

The Express, Lock Haven (93) 

The Evening Sun, Hanover (94) 

The Meadville Tribune, Meadville (95) 
The Record-Argus, Greenville (96) 
Leader-Times, Kittanning (97) 

The Midland News, Midland (98)t 

The Valley Independent, Monessen (99) 
The Daily Courier, Connellsville (100) 


SOUTH DAKOTA 
The Daily Republic, Mitchell (57) 


VIRGINIA 
The Progress-Index, Petersburg (84)¢ 


WEST VIRGINIA 

The Fairmont Times-West Virginian, 
Fairmont (101)¢ 

The Weirton Daily Times, Weirton (102) 


WISCONSIN 

Fond du Lac Reporter, Fond du Lac (60) 

Manitowoc Herald-Times-Reporter, 
Manitowoc (61) 


All newspapers are published DAILY 
except those marked as follows: 
* DAILY including SUNDAY t WEEKLY 
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Officers 


K. R. Thomson 
Chairman of the Board and President 


St. Clair McCabe 
Executive Vice-President and 
Chief Operating Officer 


Margaret L. Hamilton 
Senior Vice-President 


Westell G. Peaker, C.A. 
Vice-President — Finance and 
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B. W. Slaight 
General Manager 
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Financial Highlights 


Operating revenues ioe sie Seno ee 


Evecutive Offices 


Thomson Newspapers Limited, 
65 Queen Street West, Toronto, Canada 
C. L. Butler, Assistant General Manager 
K. G. Lambie, Assistant General Manager 
4712 - 13th Street N.E., Calgary, Alberta 
R. H. Laidlaw, Assistant General Manager 
1888 Brunswick Street, Halifax, Nova Scotia 
L. A. DeMarchi, Assistant General Manager 
Thomson Newspapers Inc., 
3150 Des Plaines Avenue, Des Plaines, Illinois 
F. C. Miles, General Manager 
4150 Belden Village Street, Canton, Ohio 
D. P. Hicks, Assistant General Manager 
1111 North Westshore Boulevard, Tampa, 
Florida 
J. Knox Dye, Assistant General Manager 
36 Washington Street, Wellesley Hills, 
Massachusetts 
Merle Becker, Assistant General Manager 


Sales Offices: 
Toronto, Montreal, New York, Chicago 


Cranefer Agent 


Montreal Trust Company 


Toronto, Montreal, Vancouver, Calgary, Regina, 
Winnipeg and Halifax, Canada 


1977 1976 


$ 256,984,936 


$217,561,144 


Income before amortization of goodwill .....................++-- $ 47,697,972 $ 41,001,902 
NGL INCOMO >. 7.8 5 eek eG tes ries chert eis cate ee ra $ 47,382,773 $ 40,835,659 
Shares Outstanding 

47,648,985 Class A and 1,587,387 Class B 

(1976 — 47,614,080 Class A and 1,622,292 Class B).............. 49,236,372 49,236,372 
Earnings per Class A and Class B share after preference dividends 

Income before amortization of goodwill ....................0-. 95.3¢ 81.6¢ 

NetiINCOMC 4. cpSeoeir do. & hoor eee, She ee 94.6¢ 81.3¢ 
Dividends paid 

Preference shares .cih. nec. ce ca ee ee $ 786,137 $ Slieroz 

Class:Aand Glass:.B shares sattce rcs. yeeeeen $ 16,191,873 $ 15,066,330 

Fer share: —iClass A’convertiblom:.1s9e eee 32.9¢ 30.6¢ 

F —- Glass Biconvertiblei. 12.4-) 2 ee 31.7¢ 26.0¢ 


“Report of the Directors 


On behalf of the Board of Directors, | am pleased to present the 
consolidated financial statements of your Company for the 
year ended December 31, 1977, together with the Auditors’ 
Report thereon. 


Net income for the year ended December 31, 1977 was 
$47,382,773 compared with net income of $40,835,659 in 1976. 
There were no extraordinary items in either year. Sales for 1977 
were $256,984,936 compared with $217,561,144 in 1976. 


Net income per Class A and Class B share, after deducting 
dividends on the outstanding 6-3/4% Cumulative Redeemable 
Preference Shares of the Company, amounted to 94.6¢ com- 
pared with 81.3¢ in 1976. There was no change in the aggregate 
number of Class A and Class B shares outstanding (49,236,372) 
in either year. 


Net income and net income per Class A and Class B share 
are shown in the consolidated financial statements both 
before and after amortization of goodwill. As previously stated, 
the management of your Company is of the opinion that good- 
will should only be written down if there has been a diminution 
in its value. However, in accordance with the rules of the Cana- 
dian Institute of Chartered Accountants goodwill arising from 
the acquisition of newspapers by your Company after April 1, 
1974 is being amortized over a period of 40 years. The figures 
mentioned above are after amortization of goodwill which 
amounted to 7/10ths of a cent per share in 1977 compared with 
3/10ths of a cent in 1976. In 1978 and future years the amount 
of this charge will depend on the number and size of 
newspapers acquired and also on the portion of the cost of 
each acquisition assigned to circulation. 

Dividends on the Class A shares were paid in each of the 
first three quarters of 1977 at the rate of 8.1¢ per share and in 
the last quarter at the rate of 8.586¢ per share. The increase in 
the rate of dividends implemented in the last quarter was the 
maximum 6% increase permitted under the Anti-Inflation Pro- 
gram. Your Company’s policy of increasing the rate of 
dividends on its shares in line with increases in net income has 
not changed and it Bes racers LE aera ate 
when the controls on dividends are removed towards the end 
of 1978. el Berd ok i teres 

The March 15, 1977 dividend on the Class B shares was 
paid out of tax-paid undistributed surplus at the rate of 6.885¢ 
per share, being 15% less than the dividend on the Class A 
shares reflecting the payment by the Company of the 15% tax 
necessary to create such surplus. However, the remaining 
dividends for the year on the Class B shares, although initially 
paid at a rate 15% less than the dividends on the Class A 
shares, were ultimately paid out of 1971 capital surplus at the 
same rate as the dividends on the Class A shares following 
passage of the March, 1977 Budget proposal permitting the 
Company to pay dividends on the Class B shares out of 1971 
capital surplus without first paying the 15% tax on all of its 
1971 undistributed income on hand. 


During 1977 expendits Sees and en 


of your Company’s continuing program of modernizing its pro- 
duction facilities and processes. All_of our newspapers have 
now completed their programs of conversion to cold type page 
composition. These conversions have resulted and will con- 
tinue to result in_ significant preductivity improvements. They 
have also resulted in improved ‘quality of reproduction of our 
newspapers which is welcomed by our readers and advertisers 
and in the creation of a much improved work environment for 
our production personnel. Your Company took a very definite 
decision of not undertaking its conversion program until our 
management was convinced of the practicality of the pro- 
cesses and the desirability of the equipment involved. We thus 


avoided many of the early pitfalls that developed and we are 
operating with production methods which have proven to be 


highly practical and successful. Capital expenditures in 1978 
for new plants, presses and equipment are expected to nt 
to ap ; 


Dining che vaste your Company acquired two daily 
newspapers-in-the-Yaited States at Cape Girardeau, Missouri 
and Opelika-Auburn,.Alabama, and a-weekly newspaper at 
Phenix City, Alabama. To date in 1978, in Canada one daily — 
newspaper at Simcoe, Ontario has been-acquired_In the United 
States, your Company—has—acquired the Chew Newspaper 
Group of Ohio com ily newspapers —at- Mid- 
Fe One Rael) eee a_weekly newspaper at 
Fran _ Ohio. A daily newspaper at Lancaster,Galifornia has 
also been acquired. (The acquisition of additional newspapers 
continues to be high on our list of objectives and we are cur- 
rently in a stronger position than ever before to finance such 
acquisitions. We believe that our results over the past several 
years tend to support our policy of confining-oureaeqtisitions, 
both in Canada and the United States, to newspapers-in-small 
to medium-sized cities which generally are not as-severely af- 
fected by economic downturas. It should be pointed out that 
we expect continuing gains in profit from the newspapers 
already owned by your Company apart from the contribution of 
future acquisitions. 


A significant portion of the growth in earnings in 1977 
took Pace 1h tre Uolted States the United States, with Canadian operations be- 
ing within the guidelines established under the Anti-Inflation 
Program/ The increase in value of the U.S. dollar in terms of 


Canadian funds had a favourable impact on earnings growth 
for the year. 


Turning now to the outlook for 1978, the commitment by 
the Federal Government to phase out wage, price and profit 
controls, starting in mid-April, should help to remove some of 
the uncertainties which have plagued the consumer and 
business sectors of the Canadian economy. Both consumer 
and export demand were especially strong in the last quarter of 
1977 and this indicates that the Canadian economy may be 
back on the right track. Consumer spending should show some 
improvement in 1978 with increasing consumer confidence 
resulting from the removal of controls and a gradual reduction 
in the rate of inflation. An improvement in business conditions 
resulting in part from the devaluation of the Canadian dollar 
and arising trade surplus should help to restore business con- 
fidence and capital investment. 

In the United States the outlook for 1978 continues to be 
favourable with the expectation that the current business 
recovery should extend well into 1979. 


The projected increase in consumer spending both in 
Canada and the United States should result in a continuing in- 
crease in the revenues and profits of your Company although 
our operations in Canada will continue to be regulated until the 
end of 1978 by the Anti-Inflation Program. 


On behalf of the Board | would like to express our sincere 
gratitude to our management and staff both in Canada and the 
United States for the truly outstanding job which they did in 
1977. The results speak for themselves but | would like to ex- 
press our appreciation to them for a job well done. 


For the Board of Directors 


VE ozo eae 


President 


Coneolidated Balance She 


ASSETS 
Current Assets 


Cash: and ‘termedepositS 22s tey eee 
Trade accounts receivable less allowance 

for doubtfulaccounts se ees ree 
Other accounts receivable@i ees ee ee 
INVENTOFIES s,, eerie een Bort eae a PG nae ee Rete ee nee 
Prepaid. CXDENSES sci ad x eacee Risa cee ae eee 


Investments and Other Assets, at cost ............... 00 ee eee aee 


Fixed Assets 
LERNER veer ane eg a as ae 


Approved by the Board 


St. Clair McCabe, Director 
D. C. H. Stanley, Director 


1977 


$ 18,889,318 


30,908,227 
998,370 
3,341,441 
608,830 
54,746,186 


2,643,148 
8,177,644 


125,893,530 
134,071,174 
47,837,903 
86,233,271 


153,387,785 


$297,010,390 


(Incorporated unde 


1976 


$ 24,094,611 


26,246,858 
1,649,182 
4,119,636 

631,193 

56,741,480 


2,100,236 


8,714,509 
114,496,491 
123,211,000 

50,558,640 
72,652,360 


a Rect hese 


142,080,105 


Se See 


$273,574,181 


2APERS LIMITED 


laws of Ontario) 


-agat December 2, 1977 


LIABILITIES 


Accounts payable and accrued liabilities ................... 
income and other taxes: payable oy oi eek Soa de wk eee 
INGIESEDAVADICa man tm MeN Need hog hk aie dint ae pk me we 
Principal due within one year on long-term debt ............. 
PrOUalGrsMOSChDUONS 4, men cieG oe ee oe eee ee sre es 


Current Liabilities 


POTN Clie in NONGT 2) & aoe Sette, oh hod ie wre nce Mao oe iat inte te mae 
Deferred Income Taxes and Other Liabilities .................... 
Interest of Minority Common Shareholders of 


SU SIA Anat OM OAMNOS Merona cir Accra esee cua. sto. vysudevavarens ehome oanes 


SHAREHOLDERS’ EQUITY 


Capital Stock (note 3) 


Authorized 
531,783 Preference shares with a par value of 
$50 each, issuable in series 
(1976 — 537,799 shares) 
90,000,000 Class A and Class B interconvertible 
participating shares without par value 
1,000 Common shares without par value 
Issued 
231,783 6-3/4% Cumulative redeemable 
preference shares, Series A 
(1976: ——"2375799 SNAleS) = gp. le ws ea ee 
49,236,372 Shares consisting of 47,648,985 Class A 
and 1,587,387 Class B 
(1976 — 47,614,080 Class A 
and t6022;292'Glass:B)) ich. ate wad sso eee cant 


Reta OC eAINING Syren ncaa acs ee amine cntd rr axe eaten weal 


1977 


$ 11,627,567 
6,160,647 
350,080 
3,980,607 
2,970,258 
25,089,159 


~ 19,544,685 


6,868,481 


819,728 


11,589,150 


54,208,420 


65,797,570 
178,890,767 


244 688,337 


$297,010,390 


1976 


$ 10,777,930 
5,492,607 
9,197,036 
6,514,863 
2,553,483 

34,535,919 
19,194,388 
4,582,498 


677,002 


11,889,950 


54,208,420 


66,098,370 
148,486,004 


214,584,374 


$273,574,181 
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Consolidated Statement of Qneome 


Year ended December 31, 1977 


1977 
Operating revenue: =<... 235 Se pele cen eeaee hee $256,984,936 
Gosts and operating expenSeSina. fee ae tee eee ee 158,603,245 
Income from OPeSratiOns ws wasp ie eee ee eee at nes 98,381,691 
Income: from INVESTMENTS tesa cee ea ee cee er 828,958 
99,210,649 
Depreciation) vs. vce foe hele Pie creer ct cee eee 6,735,087 
interest on long-term:debtiiga. ac = cseeias ee cece nceceen ee rete rear ees 1,347,292 
8,082,379 
Income before undernoted itemS 22 eq eee eee 91,128,270 
Income taxeS’—< Current ee oe 6 carrer eee ee eee eee eee 40,287,730 
— GOFERTEG a. «wee cineca ra Rene ee ee 2,999,092 
43,286,822 
47,841,448 
Interest of minority shareholders nc. seen ele te eee eee 143,476 
income before amortization of GOOG Willies ee eee 47,697,972 


Amortization:of GOOG willl iis ares cree isnt rene eee 
N@tiINCOMG \acecite eu sae ete coo i awe ee ee ee 


315,199 


$47,382,773 


Earnings per Class A and Class B share 
Income before amortization of goodwill .................... 95.3¢ 
Net INCOME «Sous te, tererere ope te tea eee fee eee 94.6¢ 
The earnings per Class A and Class B share are after deducting 
dividends paid on the outstanding 6-3/4% preference shares. 


Consolidated Statement of Retained Cainings 


Year ended December 31, 1977 


1977 
Balanceal beginning Oley Galersmen neat: kt nee eee ee eee $148,486,004 
NOE IMCOMG Sia hectare, cise ane nents etacue ie ox eR a nae Ce 47,382,773 


195,868,777 
Dividends paid on 


Preferencesshares an s255 aa reine ae ee tiene ero ees eee 786,137 
Class-A ‘and: Class: B shares ye. se ee eee 16,191,873 
16,978,010 


$178,890,767 


1976 


$217,561,144 
135,345,725 
82,215,419 
1,451,482 
83,666,901 
D,61G5 lito 
1,594,275 
7,207,450 
76,459,451 


a eee Oe 


34,345,890 
993,374 

__ 35,339,264 
41,120,187 
118,285 
41,001,902 


166,243 


$ 40,835,659 


81.6¢ 
81.3¢ 


1976 


$123,534,427 
__40,835,659 


164,370,086 


Sliero2 
15,066,330 


15,884,082 
$148, 486,004 
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Consolidated Statement of Changes in Financial Position 


Year ended December 31, 1977 


Working capital derived from BLE PETA 
Operations 
ING FRC OMS wbrtnae Ora at hc aera Saunas te & Le eine $47,382,773 $40,835,659 
Items not involving working capital 
DEPleCiallOnen cecal. ct ie een eee. ea eee 6,735,087 5,610,175 
GTOMIZaAtOnOMGOOUWilh: cen) out oe oun dato Gace Shee) 166,243 
DEleMmeGHNCOMeENaXES <5.4..55 5s adecs sce eo es woe cw 2,999,092 993,374 
Interest of minority shareholders in net income of 
SUDSICIARVICOMPANIO Sir dara vine ee ee eis ea 143,476 118,285 
Loss on disposal of investments and fixed assets, net.... 37,158 1,102,838 
57,612,700 48,829,574 
Reclassification of investments and other assets ............ 368,225 842,911 
Proceeds on disposal of investments and fixed assets ........ 2,282,660 1,023,618 
INCreaSeMmmlOnG- tenn debt. 1c. sere. cerns 2 oe ae kee 4,271,995 875,034 
64,535,665 519715137 
Working capital applied to 
ECE OMS OrlIXOG ASSEUS. cain erayaaie-s wee lees eae ee 1 mechs oe 20,697,817 15,074,632 
Acquisition of subsidiary companies plus their working capital 
CSTICIOMCVeO 1th 245-20 (a ensevecas oarha ap senate ace ar ail say eit 12,437,245 19,541,102 
Reduction in non-current liabilities 
BOin@ateli Ge Ola aarp e ty Sturt Soteae ee etre ion dere) a Beans ae ee 4,720,300 6,798,119 
Dene rreC sab itlOSah ac a ceas-speat co Uae oe aun Ase eae smn 713,109 730,315 
Dividends paid on 
Preference sales uae macte esa mere dave e olan. onsen eran ae 786,137 Bivenoe 
Glass Acahid Glass. B SNnaresa awe tak Oe ae wee ae ae 16,191,873 15,066,330 
Preference shares purchased for cancellation ................. 300,800 697,550 
OT Sheree ema tee acd hh ce ie eatin AG, ane as ae os a eee 1,236,918 491,849 
57,084,199 59,217,649 
Increase (decrease) in-working Capital)... cas weed cee cys nue 7,451,466 (7,646,512) 
Wotking: capital at beginning: Of Yeah 225 2. aware cee co eae wee 22,205,561 29,852,073 
Working Gapital-at And iol: Veal ood acim nls ab erianins «eal io ws aul ave omre $ 29,657,027 $ 22,205,561 
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Notes to Consolidated Financial Statemente 


Year ended December 31, 1977 


1. ACCOUNTING POLICIES . 


(a) 


(b) 


(Cc) 


(d) 


(e) 


Basis of consolidation 


The consolidated financial statements include the accounts of all subsidiary companies. 


The earnings of subsidiary companies acquired during the year, using the purchase accounting 
method, have been included from the respective dates of acquisition. 


Translation of foreign currency 


The foreign currency accounts of the company have been translated into Canadian dollars on the 

following basis: 

(i) | current assets and current liabilities, at the exchange rate prevailing at the balance sheet date, 

(ii) all other assets and liabilities of subsidiary companies acquired, at the rate prevailing at the 
date of acquisition of such subsidiary companies, 

(iii) all other assets and liabilities, at the rate prevailing at the date the assets were acquired or the 
liabilities incurred, 

(iv) income and expenses, at the average rate for the year except for depreciation which is based on 
the cost of fixed assets as translated at the rate prevailing at the date of acquisition and income 
tax, to the extent of the unpaid balance, which is at the rate prevailing at the balance sheet date. 


Inventories 


Inventories are valued at the lower of cost and replacement cost. 


Fixed assets and depreciation 


Fixed assets are stated at cost. Depreciation is provided on the straight-line basis over their 
estimated useful lives as follows: 


Buildings 40 years 

Machinery and equipment 10 to 25 years 
Furniture and fixtures 10 years 
Automobiles 4 years 

Leasehold improvements over terms of leases 


Circulation and goodwill 


Effective April 1, 1974 generally accepted accounting principles require a determination of the fair 
value of intangible assets acquired and the value of items designated as goodwill must be amortized 
over a period not exceeding forty years. 


Prior to April 1, 1974 no effort was made to separate the cost of intangible assets between amounts 
for circulation and for goodwill. Since April 1, 1974 the company has determined the cost of circula- 
tion in each purchase. This amount will not be amortized but will be written down pro rata if the 
volume of circulation falls below the volume capitalized at the date of acquisition. The aggregate 
amount so capitalized to December 31, 1977 is $21,294,236. 

Goodwill acquired before April 1, 1974 will not be amortized, but will be written down if there should 
be a diminution in its value. In the opinion of management no write-down or amortization is required 
in respect of amounts designated as goodwill acquired after April 1, 1974 because there has been no 
diminution in the value. However, in accordance with the recommendations of the Canadian Institute 
of Chartered Accountants, such amounts, totalling $16,378,109 at December 31, 1977 (1976 — 
$12,265,136), will be amortized over forty years from date of acquisition. Accumulated amortization to 
December 31, 1977 amounted to $578,570 (1976 — $263,371). 


THOMSON NEWSPAPERS LIMITED 


Annual “Report 
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Notes to Consolidated Financial Ctatemente 


Year ended December 31, 1977 
2. LONG-TERM DEBT 
1977 1976 
Thomson Newspapers Limited 
First mortgage bonds 
6% sinking fund bonds, 1960 series, due 
November 1, 1980, annual sinking fund $150,000 ...... $ 1,323,000 $ 1,596,000 
Thomson Newspapers Inc. and subsidiary companies 
Notes payable 
4% promissory notes payable U.S. $1,800,000 
semi-annually to December 11, 1977 ................. 3,889,116 
6-3/4% promissory notes payable annually to May 1, 
1987 as follows: 
1978-79 U.S. $875,000; 1980-84 U.S. $937,500 
and 1985-87 U.S. $1,000,000; (U.S. $9,437,500) ......... 10,184,195 11,128,425 
Notes payable, interest at 80% of prime rate payable 
quarterly. Principal payable annually U.S. $568,000 


to December 30, 1984 (U.S. $3,976,000) .............. 3,928,686 4,489,926 
7-1/2% notes payable annually to January 2,1980 
as follows: 
1978 U.S. $1,393,876 and 1979-80 U.S. $1,216,687 
KEE SR DO Dec OU) tute mardi ine cite tere thane eer eisre Ss cee Ss 4,242,124 
Miscellaneous notes and mortgages payable 
(WES iio GeO Oi ©) mer mangas seateccenacneeas Fee x, Siue, opel eats aaa 332,010 4,901,349 
23,410,880 26,004,816 
Less principal due within one year included in current 
liabilities (at current rate of exchange $3,980,607) ......... 3,866,195 6,810,428 
$ 19,544,685 $ 19,194,388 
Long-term debt repayments over the next five years amount to: 
1978 $3,866,195 1981 2.090 120 
1979 3,593,036 1982 1,970,314 
1980 4,643,053 


3. CAPITAL STOCK 


(a) The company has issued preference shares which are designated as 6-3/4% cumulative redeemable 
preference shares, Series A, redeemable on or after December 15, 1977 at $51 per share. The company is 
obliged, in each calendar year, to purchase for cancellation $300,000 aggregate par value of SeriesA 
preference shares in the market (if obtainable) at a price not exceeding the amount paid up thereon plus 
accrued dividends and costs of purchase. During 1977, 6,016 preference shares, having an aggregate par 
value of $300,800 were purchased for cancellation. 


(b) Class A participating shares are convertible into Class B participating shares, and vice versa, on a one 
for one basis at the option of the holders thereof. The shares of each class are voting and rank equally in 
all respects. Dividends declared on the Class A shares are ordinary taxable dividends while dividends 
declared on the Class B shares are paid out of tax-paid undistributed surplus on hand or out of 1971 
capital surplus on hand. Such dividends are free of immediate income tax under the Income Tax Act 
(Canada) but reduce the adjusted cost base of the shares resulting in a corresponding increase in the 
capital gain (or decrease in the capital loss) on disposal. Dividends on the Class B shares paid out of tax- 
paid undistributed surplus amount to 85% of the dividends paid on the Class A shares since the com- 
pany must pay a tax of 15% to create the amount of tax-paid undistributed surplus out of which such 
dividends are paid. Dividends on Class B shares paid out of 1971 capital surplus on hand are at the same 
rate as the Class A shares. 


All dividends paid in 1977 on the Class B shares were paid out of 1971 capital surplus except for the divi- 


dend paid in March, 1977 out of tax-paid undistributed surplus. <3 
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Notes to Coneolidated Financial Statements 


Year ended December 31, 1977 


4. DIVIDEND RESTRICTIONS 
Provisions restricting the payment of dividends by the company are contained in the guarantees endorsed on 
the 6-3/4% promissory notes due May 1, 1987 of Thomson Newspapers Inc. Similar provisions are contained 
in the conditions attaching to the outstanding preference shares of the company. The most restrictive of 
these provisions is that the company may not pay dividends if such payment would reduce the consolidated 
net current assets (as defined) of the company and certain of its subsidiaries below the sum of $2,000,000. The 
consolidated net current assets (as defined) of the company and such subsidiaries at December 31, 1977 ex- 
ceeded $17,000,000 (see also note 7). 

5. LONG TERM LEASE 
The company leases office and storage space in a building at 65 Queen Street West, Toronto, for a term expir- 
ing in 2001 at an annual rental of approximately $309,000. Rentals under subleases contracted to date for vary- 


ing terms up to ten years, covering space not occupied by the company, aggregate approximately $150,000 
per annum. 


6. ACQUISITIONS 


On November 30, 1977 all of the capital stock of Opelika-Auburn Publishing Co., Inc.(Opelika, Alabama) and 
95% of the capital stock of Phenix-Citizen, Inc.(Phenix, Alabama) were acquired. Also,on January 13, 1977 the 
assets of The Southeast Missourian (Cape Girardeau, Missouri) were acquired. 


The acquisition equation for these acquisitions is as follows: 


Total assets acquired excluding circulation and goodwill ..................0000e- $ 4,692,154 

Circulation 2 s2son poeiss ie gauges fe a aie a eae ce ee ne 6,274,422 

10,966,576 

Less total: liabilities cx < cco in x eee ee ae een eee rene 2,298,036 

Net assets acquired at assigned values (net book value $2,192,729) ................ 8,668,540 
Excess of cost of shares over assigned values of net assets acquired 

(to be amortized over 40'yearS)...5 G45 eae aie ese re ee rene a 3,523,448 


Cash consideration at fair value 


7. ANTI-INFLATION ACT 
The company is regulated under the Anti-Inflation Act which provides for the restraint of prices, profit-margins, 
compensation and dividends in Canada. In the opinion of management, the company is in compliance with the 
requirements of the anti-inflation regulations. 


8. OTHER STATUTORY INFORMATION 
The direct remuneration of directors and senior officers for 1977 amounts to $834,436 (1976 — $831,607). 


er re eee te ee nS ao ee $_ 12,191,988 


Auditors Report 


To the Shareholders of 
Thomson Newspapers Limited 


We have examined the consolidated balance sheet of Thomson Newspapers Limited as at December 31, 1977 
and the consolidated statements of income, retained earnings and changes in financial position for the year then end- 
ed. Our examination of Thomson Newspapers Limited and those subsidiaries of which we are the auditors was made in 
accordance with generally accepted auditing standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. For those subsidiaries of which we are not the auditors, we have carried 
out such enquiries and examinations as we considered necessary in order to rely on the reports of the other auditors for 
purposes of consolidation. 

In our opinion, these consolidated financial statements present fairly the financial position of the company as at 
December 31, 1977 and the results of its operations and the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


Toronto, Canada Thorne Riddell & Co. 
March 1, 1978 Chartered Accountants 
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